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ABSTRACT 

Agent banking is a business of providing banking services to the customers of a bank 

or a financial institution on behalf of that particular bank or financial institution 

under a valid agency agreement. Since launched in Tanzania in the year 2013, agent 

banking has seemed as a successful channel for improving commercial banks’ 

market shares, financial performance, profitability as well as promoting financial 

inclusion. This study aimed to examine the impacts of agent banking on profit 

maximization to commercial banks in Tanzania, using a CRDB Bank PLC as a case 

study from the year 2014 to 2018 while focused on factors such as total numbers of 

agent branches and the value of transferred money i.e. total values of cash deposits 

and withdraws. 

The research conducted is a quantitative research whereby a case study design and 

descriptive survey design was used to examine the impacts of agent banking on profit 

maximization. To achieve the objectives of the study, the researcher used secondary 

data and information such as a number of agent branches, the value of agent banking 

deposit and withdraw transactions and the Net profit before tax were collected from 

financial statements, annual reports, supervisory reports, etc. The descriptive 

analysis, Pearson’s correlation analysis, and regression analysis techniques were used 

to analyse the data collected. 

The findings indicated a statistically insignificant positive relationship between agent 

banking and the profit maximization of the CRDB Bank Plc. That increasing in the 

number of agents banking branches and increasing in agent banking withdraw 

transactions have positive impacts to profit maximization of the commercial banks, 

as in accordance with the results of the study both two factors impacted the profit 

maximization by 20.6% and 11.2% respectively. Also, the study found that the agent 

banking deposit transactions impacted negatively profit maximization by 33.4%. 
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CHAPTER ONE 

PROBLEM SETTING 

 

1.1. Introduction 

The financial sector’s development is very substantial for the growth of the economy 

of any country. The country’s financial system may be composed of financial 

institutions, for instance, banks; insurers; financial markets (also known as stock 

markets); market infrastructures; pension and mutual funds; and supervisory and 

regulatory authorities.  

As a saving and investment channels, these components of financial system provide a 

roadmap for carrying out various economic transactions and in so doing supporting 

economic growth (IMF, 2019).  According to the Bank of Tanzania (BOT) (2015) 

and World Bank (2012) the financial system strengthens economic growth and 

resource allocation of a country through offering reliable and accessible information 

which lowering transaction costs; therefore, a stable financial system is a pre-

condition for a sustainable economic growth. 

The financial system of Tanzania is diverse. It composed with supervisory and 

regulatory authorities, for instance, the Bank of Tanzania (BOT) and the Capital 

Markets and Securities Authority (CMSA); stock exchange, for instance, Dar es 

Salaam Stock Exchange (DSE); pension funds; insurance companies; Saving and 

Credit Cooperative Society (SACCOS); microfinance institutions; and banks and 

non-bank financial institutions (IMF, 2003).  

 

Banks and financial institutions are the major players of Tanzanian financial system 

as they account for about 75% of the total assets of the system. As of 31st October 

2017, Tanzania banking industry was constituted with 40 commercial banks, 3 

development banks and financial institutions, 11 community banks and 5 

microfinance banks. These banks and financial institutions operate in accordance 

with the laws and regulations enforced by the BOT as the supervisory and regulatory 
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authority in order to ensure that they maintain capital and reserves sufficient to 

overcome risks that emerged in their operations. Thus, effective and efficient 

banking supervision is needed in order to maintain stability and confidence in the 

financial system (BOT, 2010). 

 

1.1.1. Tanzania Banking Operations and Reforms 

Banks play a major role in the financial sector of Tanzania and in many other 

developing countries as far as mobilization and resource allocation is concerned. The 

operation of banks in Tanzania can be traced from the different stages starting from 

the colonial era, during the time of independence in the year 1961 and period after 

Arusha Declaration of 1967, during a period of economic liberalization in the 1980s 

up to 1990s and the contemporary period. 

At the time of Independence, there were branches of foreign commercial banks 

which were established within the country for the purpose of financing external trade 

rather than developing local activities, but by virtue of their establishment, they 

stimulated some sectors of local enterprise due to the fact that traders and settlers 

were able to deposit the proceed of exports or imported foreign capital in their local 

account.  

These commercial banks were such as Standard Bank of South Africa, Barclays 

Bank, Commercial Bank of Africa, Bank of India, National Bank of Pakistan and 

Bank of Baroda. The operation of banks in the country during this period was 

regulated and controlled under the Banking Ordinance (CAP 430 of the Laws of 

Tanzania) through supervision of the Bank of Tanzania which was established under 

the Bank of Tanzania Act, 1965 (Mutaitina, 1999). 

In the year 1967 after the Arusha Declaration, all financial institutions and banks 

were nationalized and put under the control of the government as a result of the 

implementation of socialism policy. In this period commercial banks were merged to 

create one bank well-known as the National Bank of Commerce (NBC) which was 

established under the NBC (Establishment and Vesting of Assets and Liabilities) 
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Act. Despite all efforts by the government under the nationalization policy, the 

banking sector poorly performed as a result of undue intervention from the 

government together with the ineffectiveness of banking legislation operated during 

that period. (Mwang’onda et al, 2018). 

From 1980s to 1990s was a period known as the economic liberalization period. 

During this period the government liberates some of its economic policies and 

legislations to allow private ownership.  The effort to liberalize the banking sector 

was made by the enactment of the Banking and Financial Institution Act, 1991 after 

recommendations from the Presidents Reforms Commission of 1990 which among 

other things recommended on strengthening the existing financial institutions; 

increasing competition by encouraging the entry of foreign banks; establishing 

management accountability, and recovering non-performing loans ratio. 

The legislation was passed to bring out a legal framework for banking operations in 

Tanzania, strengthen the role of Bank of Tanzania as the supervisory authority, 

authorizing banks and financial institutions to receive and withdraw money on 

current account by cheque, etc. (BOT, 2011). 

According to Cihak and Podpiera, (2005), in 1990s Tanzania embraced financial 

liberalization in order to encourage development in the financial sector by improving 

resource mobilisation, encouraging financial market competition and promoting 

efficiency quality allocation of credit. The said reforms changed the financial 

performance position of a country as they facilitated to the advancement of the 

standard of financial services offered in the country. 

Pastory and Qin, (2012) described that after the liberalization of the banking system 

in 1991, the commercial banks in Tanzania experienced significant changes because 

the reforms supported the advancement of the institutional framework and removed 

entry barriers of commercial banks which resulted to efficient performance of 

commercial banks and in as same time achieved to increase banking competition and 

cost-effectiveness of commercial banks. 
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Currently, the operation of banks and financial institutions are regulated and 

controlled under the Banking and Financial Institutions Acts, 2006. The Banking and 

Financial Institutions Acts, 2006 repealed the Banking and Financial Institutions 

Acts of 1991.  In the new legislation, the BOT remained to play a role as the 

supervisory and regulatory authority of all banks’ operations within the country. 

However, from the period of independence up to the early period of economic 

liberalization, all commercial banks’ services were provided through a tradition or 

conventional branches model. This situation hindered the growth of the banking 

industry and the financial sector in general as it was limiting the advancement of 

asset quality of banks hence diminishes the profitability of banks. 

 

1.1.2. Agent Banking and Profitability of Commercial Banks 

The development of science and technology especially Information and 

Communication Technology (ICT) has been led to innovation toward providing 

financial services.   Commercial banks adopt ICT to enhance the business procedures 

and processes, to improve the effectiveness and efficiency of services they offered to 

customers and to facilitate workgroup collaborations and managerial decision 

making. The adoption of ICT helps many commercial banks to strengthen their 

competitive positions in a rapidly changing economy (Luka & Frank, 2012). 

 

Agent banking and other Branchless Banking Models (BBM) are the inventions of 

commercial banks and the effect of the adoption of ICT. CGAP (2010) defined 

branchless banking as the delivery of financial services outside conventional bank 

branches, usually using agents and relying on ICT to transmit transaction details. 

Mahmood and Sarker (2015) described branchless banking like the use of alternative 

delivery channels such as mobile banking and agent. The BBM in Tanzania includes 

using channels such as Point of Sales (POS), Automated Teller Machines (ATM), 

mobile banking, internet banking, and agent banking. The said channels are used to 

provide banking services rather than the traditionally branches model (BOT, 2011). 
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Agent banking is defined as a branchless model used to provide bank services by 

using third parties to perform some of the activities that are conventionally done by 

bank’s staffs in the branches (King’ang’ai & Kigabo, 2016). Depending on the terms 

of an agreement between the bank and agent, the agents of the bank may serve 

regular banking services, for instance, money deposit and withdrawals, money 

transfer, payments of salaries, disbursing and loans repayment, pension payment 

together with providing statements of transactions of an account via infrastructures 

which enable sharing of customer particulars (Mosoti & Mwaura, 2014). 

In Tanzania, as in many other developing countries, Agent banking as the BBM has 

been positively linked with improving financial performance, the profitability of 

banks as well as promoting financial inclusion.  Agency banking was officially 

launched in Tanzania in the year 2013.  

This was followed after the enactment of the Guidelines on Agent Banking for 

Banking and Financial Institutions, 2013 by the Bank of Tanzania.  After issuance of 

guidelines, as at the end of December 2013, out of 34 commercial banks licensed to 

operate in Tanzania, only five (5) commercial banks namely, Amana Bank Ltd, 

CRDB Bank Plc, DCB Commercial Bank Plc, Equity Bank (T) Ltd and Tanzania 

Postal Bank, were the first movers to be granted approval and successfully embraced 

agent banking service. 

 In addition to this, a total number of 591 agents were registered by the BOT and 

within their first year of operation, total deposits and withdrawals were reached TZS 

28,371.33 million and 4,137.70 million respectively (BOT, 2013). However, other 

commercial banks joined a race and as at the end of December 2017, 13 (out of 40) 

commercial banks, 2 (out of 11) community banks and 2 (out of 5) microfinance 

banks were granted approval and successfully enrolled to agent banking service 

(BOT, 2017b). 

Like other developing countries, in Tanzania, agent banking and other branchless 

banking delivery channels like internet banking and mobile banking are 

progressively becoming prevalent between commercial banks and believed to 
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improve or maximize the profitability of the commercial banks and also in promoting 

the use of financial services among financially excluded locations. 

 

1.2. Background of the Study 

For a long time since inception of banking services in Tanzania, banks and financial 

institutions have been used the traditional way of providing services which required 

them to establish branches in various locations to provide services. This traditional 

way of banking made many areas in Tanzania especially rural areas to experience 

lack of financial services for so long time while in urban areas the traditional way of 

banking resulted to long chains of customer queuing in banks branches for a long 

time to wait for services.  

According to Veniard and Melinda (2010), a primary impediment for providing 

banking services by a way of traditional branches or other bank-based delivery 

channels, was inherent extreme costs of traditional banking methods especially in 

areas where there are fewer transactions. Thus, to maximize profit many banks 

branches were located in areas where many transactions were conducted which on 

other side reduced the profits of many banks because the customers were less likely 

to use and transact with their service as a result of unavailability of branches close to 

them (Citizen, 2013). The expenses incurred by banks or financial institutions to 

serve low-income customers with a small balance and conducting small transactions 

were high to make such accounts viable as according to Citizen (2013) it required 

TZS.700 Million to open one branch in a rural setting. 

Development of technology especially ICT and growing level of competition 

amongst the banks and financial institutions impacted the banks to increase creativity 

and innovation in order to attract more customers and also to maximizing profit. The 

modern innovations of banking which involve the use of Automated Teller Machines 

(ATMs), credit cards, debit cards, mobile banking, internet banking and the 

introduction of agent banking have been associated with a desire of banks to improve 

financial performance and profitability (Ndambuki, 2016). Also, these modern 

innovations of banking have become significant not only in the provision of financial 
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services but also in enhancing financial inclusion in many Tanzania regions (Lotto, 

2016). 

Nowadays, Agent banking is a most common phenomenon within the banking 

industry in Tanzania. The operations of Agent Banking are currently regulated by the 

Guidelines on Agent Banking for Banking and Financial Institutions, 2017 which 

was enacted by the Bank of Tanzania (BOT, 2017a). The guideline defines a term 

Agent banking to means the business of providing banking services to the customers 

of a bank or financial institution on behalf of that particular bank or a financial 

institution under a valid agency agreement. According to BOT (2017b), there are 17 

banks that have been approved to conduct agent banking services in Tanzania. 

Among these approved banks, the commercial banks were 13, although a number 

may be increased up to date.  

Since the introduction of agent banking in early of the year 2013 up to the end of the 

year 2017, there has been an increased number of agents, total deposit and total 

withdraw transaction conducted through agent banking. According to BOT (2013) 

and BOT (2017b), the numbers of agents has been increased from 591 to 10,665 

agents; total deposit transactions arose from TZS 28,371.33 to TZS 4,638.55 billion; 

and totally withdraw transactions extended from TZS 4,137.70 million to TZS 

1,106.37 billion respectively. 

According to BOT (2014) in the year 2014 there were 1,652 agent banks nationwide. 

The CRDB Bank's Fahari Huduma controlled more than 50% of overall agent banks 

with 956, whereby mostly were essentially situated in urban areas. Furthermore, as 

per BOT (2015b), the deposits and withdrawals by the agents in the year 2015 were 

improved for more than 200% and 400% within a period of January 2015 to January 

2016 respectively. This was a remarkable trend that essentially strengthened the 

progress of the banking industry and the financial sector in general. 

The overall number of enrolled bank agents raised from 5,676 agents to 10,665 

agents as of December 2016. This situation affected a rapid shift of deposits and 

withdraws transactions made by agents. For instance, for the year ended December 
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2017, the value of deposits made through agents improved by 146.3% percent with 

the value of TZS 4.6 Trillion compared to TZS 1.8 Trillion reported in 2016.  

Also, the value of withdrawals was improved for more than 159.02 percent, as in 

December 2017 withdraws valued TZS 1.1 Trillion compared to TZS 427.13 Billion 

reported in December 2016 (BOT, 2017b). 

Table 1.1: Summary of Agent Banking Performance in Tanzania from 2013 - 2017 

 

End of the 

Year 

Particulars 

 

Number of Agents 

Value of Deposit 

Transactions (TZS) 

Value of Withdraw 

Transactions (TZS) 

2013 591 28,371.33 Million 4,137.70 Million 

2015 3,299    874.25 Billion 185.23 Billion 

2016 5,676 1,883.29 Billion 427.13 Billion 

2017 10,665 4,638.55 Billion  1,106.37 Billion 

2018 18,827 10,278.30 Billion 3,070.48 Billion 

Table 1.1. Summary of Agent Banking 

Source: BOT Directorate of Banking Supervision Annual Reports (2013-2017) 

 

1.3. Statement of the Problem 

Empirical studies describe that there is a positive relationship between sustainable 

economic growth of a country and growth or stability of the financial services sector 

(Chisimbili, 2015; Puatwoe & Piabuo, 2017). This means that, the banks (or banking 

industry) plays a great role in building the sustainable economy of the country, 

therefore, any improvement in the financial sector especially the banking industry is 

the improvement in the whole economy in the country and in the world at large 

(DFID, 2004). In Tanzania, reports states that in 2015 the financial system assets 

were aggregated to 43% of the Gross Domestic Products (GDP) whereas the banking 

industry accounted for 71% of the overall financial assets while the other major parts 

of the system were the pensions funds which approximately accounted for 27% of 
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overall financial assets, the insurance companies which had just lower than 2% and 

collective investment schemes with less than 1% (IMF, 2016).  

The performance of the banking industry has been driven by the advancement of 

technology especially Information and Communication Technology (ICT) (Luka & 

Frank, 2012). Despite the fact that, there is a huge gap on the impacts of ICT on 

banking industry performance between developed countries and developing countries 

like Tanzania and other  sub-Saharan countries, ICT  has become an essential 

instrument toward banking industry performance in Tanzania because it led to 

services innovation and development such as introducing of Mobile banking, Online 

(internet) banking and Agent banking which among other things contributed to 

increasing  of market share, sales, and profitability to the banks (Mbegu et al., 2019).  

This study aimed to examine the Impacts of Agent Banking on Profit Maximization 

to Commercial Banks in Tanzania, using a CRDB Bank PLC as a case study and 

focusing on factors such as total numbers of agent branches, the value of transferred 

money and total values of cash deposits and withdraws. 

 

1.4. General Objectives 

The general objective of the research was to examine the Impact of Agent Banking 

on Profit Maximization to Commercial Banks in Tanzania. 

 

1.5. Specific Objectives 

(1) To determine Agent banking determinant factors for profit maximization. 

(2) To determine to what extent the Agent banking determinant factors impact 

the profitability of commercial banks. 

(3) To determine to what extent the Agent banking impact the profitability of the 

commercial banks. 

 

1.6. Research Questions 

(1) What are Agent banking determinant factors for profit maximization? 
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(2) How much does Agent banking impact the profitability of commercial banks? 

(3) How much Agent banking’s determinant factors impact the profitability of 

commercial banks? 

1.7. Scope of the Study 

This study focused on examining the impact of Agent Banking on Profit 

Maximization to Commercial Banks in Tanzania for within a period of 5 years (from 

2014 to 2018) using CRDB Bank Plc as a case study. 

 

1.8. Significance of the Study 

The study sought to examine the impact of agency banking on profits maximization 

of the commercial banks in Tanzania, in this respect, the study has benefit to 

commercial banks and financial institutions, the management of the banks, and 

policy-making bodies as well as to scholars and researchers in Tanzania. 

To commercial banks and other financial institutions like community and 

microfinance banks, the findings of the study shall assist to provide insights on the 

impact of agency banking in relation to increasing profit.  

The study has benefits to management of the commercial banks and other financial 

institutions in the sense that, the management shall be able to use the findings to 

establish whether agency banking influences their profitability and get an insight of 

how the agent banking can be used to increase the profitability of their banks or 

financial institution. Also, the study is of significance to policy-making bodies such 

as the Legislature and the BOT because it will assist and guide to effective policy 

formulation in relation to agent banking. 

Lastly, the study will be of importance to scholars and further researchers as they 

may be able to use the findings of the study as part of their empirical evidence. 
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1.9. Organization of the Study 

The study is organized and constituted with 6 chapters. Chapter one presents the 

overview of the study, includes the introduction of the study, historical background, 

the context of the study, objectives, research questions, and the signs were clearly 

explained. 

Chapter two is the literature reviews that discuss various theories and other related 

empirical studies conducted within and outside Tanzania in relation to the study. 

In Chapter Three, the researcher explains the research design, population, sample 

size, and sampling techniques and the methods to be employed to collect data, 

whereas the secondary sources of data are to be gathered from sampled commercial 

banks as well as form the BOT.  

While Chapter Four consists of the presentation of the findings as well as 

interpretation and analysis of data presented, Chapter Five and Six presents 

recommendations and conclusion respectively. 
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CHAPTER TWO 

LITERATURE REVIEW 

 

2.1. Introduction 

This chapter discusses theories relevant to the study. Literature interrelated to the 

study are reviewed with the objective of identifying literature gaps. The literatures 

review guide to the importance and relevance of the study findings. 

 

2.2. Definition of Key Concepts 

2.2.1. Agent / Bank Agent 

Literally, according to Kagan (2020) a term agent refers to a person or entity which 

has been legally empowered to act on behalf of another person or an entity. A person 

or entity authorizes other to be an agent is known as the Principal. An agent may be 

empowered to represent the Principal in negotiations, deliver particular services, 

making decisions and dealings with third parties on behalf of the Principal. In this 

respect, the term ‘bank agent’ refers to a person, entity, or retail outlet empowered by 

financial institutions or banks through a legally binding agreement or contract, to 

process clients’ transactions and deliver banking services on behalf of the later 

(Christopoulos et al., 2015). 
 

2.2.2. Agent Banking 

Ferdous et al. (2015) defines the term agent banking as a business of providing 

banking services to the customers of a bank or financial institution on behalf of that 

particular bank or financial institution under a valid agency agreement, rather than a 

teller/cashier. Under this model, it is the retail agents who conduct banking 

transactions on behalf of the concerned bank. Mahmood and Sarker (2015) describe 

agent banking as a branchless banking model that allows financial institutions to use 

third party retail agents and leverage on ICT to provide financial services outside the 

traditional brick and mortar bank premises. That through the agent banking financial 
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services are delivered to locations for which bank branches would be uneconomical 

and it is a delivery channel that holds high potential for closing the delivery gap. In 

the Agent banking, all banking services such as receiving deposits, withdrawing 

cash, transferring funds, bills payments, inquiry about bank balances etc. are offered 

by the agent retails on behalf of the parent or principal bank. 

 

2.2.3. Branchless Banking Model (BBM) 

Branchless Banking Model (BBM) refers to a system of delivery of financial services 

outside conventional bank branches. Thus, the BBM involves the channels of 

delivering financial services through using of retail agents or other third-party 

intermediaries as the principal point of contact with customers, and use of 

technologies enhanced devices such Auto Teller Machines (ATMs), Point of Sales 

(POS) terminals and mobile phones to transmit transaction details and deliver 

banking services (CGAP, 2010). According to CGAP (2008) the strategic benefits of 

branchless banking are of four-fold, of which firstly is decongesting of branches. 

Others are creating a new customer segment, expansion of geographical coverage 

and increasing cost efficiency. All the four benefits above have the overall effect of 

improving the financial performance of commercial banks. 

For purposes of clarity in this dissertation, the term agent banking will be used to 

refer to the specific arrangements between a bank and its agents while the term 

branchless banking model is a broader concept referring to the network of agents and 

associated distribution channels. 

 

2.2.4. Commercial Banks 

Commercial bank is usually defined as a financial institution that provides services, 

such as accepting deposits, giving business loans, mortgage lending, and basic 

investment products like savings accounts and certificates of deposit (Saadan, 2013). 

According to Auronen (2003) commercial bank is an institution which accepts 

deposits, makes business loans, and offers related services. Commercial banks also 
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allow for a variety of deposit accounts, such as checking, savings, and time deposit. 

Generally, commercial banks operate to make a profit. 

 

2.3. Theoretical Literature Review 

2.3.1. Firm Theory (Theory of the Firm) 

In this modern era, a concept, nature, purpose, and importance of firms or companies 

have gained a great recognition for many people. Despite sometimes being confused 

with its owners or management bodies, the firms or companies are known as 

commercial enterprises or organizations that transform production resources or 

inputs into the output of services or goods (Webster, 2003). According to Roach 

(2007), firms or companies are recognised not only as providers of services or goods 

that cover and satisfies various human needs but also as one of the crucial agents in 

the development of many countries’ economy through trade, innovations, creation of 

employment opportunities, taxes contributions, and other economic transactions. 

 

The theory of the firm especially neoclassical theory of the firm describes the nature, 

scope, and purposes of the firms. The main tenet of this theory is that, the firms exist 

in order to maximize the profits through the construction of a distinction between 

revenue and costs. Thus, under this theory, the firm’s behaviour is understood to be 

driven by profit maximization and for this purpose, it is very essential for a firm to 

make a decision regarding the costs, demand, and technology. 

 

Every commercial bank management’s objective is to maximize profits which are a 

difference created between revenue and costs. The operations costs of banks consist 

of both fixed costs and variable costs. However, in the traditional branches 

operations fixed costs are relatively important for the reason that the fixed costs are 

normally incurred regardless these banks make sales or otherwise, and they always 

deny the flexibility of banks in controlling costs (Dzombo et. al, 2017).  
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According to Accenture (2008) and Oracle (2017) in order to achieve profits 

maximization, banks need to adopt a comprehensive cost-efficient operational model 

such as branchless banking so as to target more revenues and allowing cost control 

flexibility. 

 

2.3.2. Agency Theory 

Developed more than fifty years ago, the Agency theory is one of the oldest and very 

important theory in management, finance and economics. The Agency theory is a 

theory that examines the relationship between the Principal and Agent in the 

business.  

 

The theory describes a so-called principal-agent relationship (also known as agency 

relationship) and according to Jensen and Meckling (1976), this relationship is 

emanated from either implicit or explicit contract which addresses mutual 

interactions involves joint efforts between principal and agent as well as a delegation 

of work and decision-making ability from the principal to the agent. The theory 

requires agent to act and make the decision in the best interest of the principal 

without regard for self-interest in whatsoever transaction in order to avoid agency 

conflicts (Fama & Jensen, 1983). According to Grossman and Hart (1983), agency 

conflicts are issues between the Principal and Agent that appeared due to their 

diverse risk perspectives and business objectives. 

Despite the fact that agency theory is trying to describe a relationship between the 

owners of the firm (or company) and the managers as the principal and agent 

respectively, the theory of agency is significant to this study because it outlooks the 

firm as a production set and appreciates the role of the agent in achieving a greater 

goal of profits maximization because the agents are presumed to have information 

about the firm's profitability which the principal lacks. 

According to the theory, the division of labours and delegation of responsibilities 

carried out by the principal are very helpful in enhancing an effective and efficient 
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economy. This implies that under agent banking commercial banks have sought the 

services of third parties (agents) in offering the banking services to their customers. 

These Agents are paid some commission by the banks which they work for and 

receive logistic support from the nearest branch of the bank. 

2.3.3. Transaction Costs Theory 

The Transaction Cost theory is the interdisciplinary theory which forms part of the 

Agency theory. This theory was established by Ronald Coase (1937) and it provides 

that, there are costs related to a principal-agent relationship which are known as 

Agency costs and they include costs such as contracting costs, monitoring costs, 

information costs, and moral hazard. According to the theory the transaction costs 

may either incurred internally or externally. Transaction costs are said to occur 

externally when are associated with explicit fees related to a transaction and are said 

to occur internally when are associated with implicit fees of controlling and 

monitoring a transaction (Htay & Salman, 2013). 

 

The core presumption of the transaction cost theory is based on the fact that the 

coordination as well as structure of a company are determinant of transaction costs. 

This means that, the manner in which a company is organized or composed can 

define its control over transaction costs. The level of the costs in the company 

operations is determined by the company’s capability to ascertain accurate solutions 

in order to reduce information asymmetries by evaluating managerial performance, 

defining effective incentives, and executing procedures that minimize transaction and 

production costs. Thus, companies have to select an appropriate governance system 

from various alternatives. 
 

The transaction cost theory is relevant to this study because it recognises costs 

incurred by the principals when they engage agents to provide services on their 

behalves as well as the importance of agents in lowering operating costs. According 

to Nthiwa (2001), serving some area especially rural areas by establishing a bank 

branch is considerably expensive to commercial banks for a reason of insufficient 
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transaction volumes to cover for costs of providing service. Therefore, in said 

situation, the agent banking may serve such purpose at a considerably lesser 

operating cost. 

2.3.4. Bank Led Theory 

The Bank-led theory as suggested by Lyman, Ivatury, and Stachen (2006) describes 

the role of bank-agent who performs the role of linking the customers and the bank. 

According to this theory, banking products and services are developed by the bank 

which is the ultimate provider of all services and a place where customers’ accounts 

are maintained. The services developed are then distributed to customers by the bank 

through retail agents who coordinate wholly or partly of the customer interactions. In 

this regard, these retail agents perform the role of the bank by directly interacting 

with the customers in a way of either paying cash (cash withdraw) or collecting 

deposits (cash deposit) (Owens, 2006). 

The theory is relevant to this study because it recognizes and suggests a service 

delivery channel that is different or alternative to traditional branch-based banking 

whereby under agent banking the customers are able to conduct financial transactions 

through agents as an alternative of the branches (Lyman et al., 2006). Also, the 

theory provides for substantially increasing financial services inclusion and bank 

profitability because unlike the conventional branch-based banking model, the agent 

banking model can be significantly cheaper. 

 

2.4. Empirical Literature Review 

This part of the research will substantiate the findings of the similar studies 

conducted by other researchers and the methods used to reach their conclusions. 

Anyumba and Makori (2018) studied the effect of agent banking on the performance 

of Small and Medium Enterprises (SMEs) in Kenya. The study carried the main 

objective of establishing the effect of agent banking on the performance of small and 

medium enterprises focused on the Kisumu County. The researchers used descriptive 

survey method and data were collected through questionnaires. The study found that, 



18 

 

at a rate of 55.6% the independent variables which were intermediary bank 

transaction services, loan application services, frontline customer services, and 

account opening services contributed to variability on the performance of SMEs as 

the dependent variable. Also, in respect of the performance of the SMEs, the study 

noted that 42.5%, 44.7%, and 40.6% of the respondents felt that to a great extent the 

use of agent banking has been associate with increasing sale volume, capita returns, 

and profitability respectively. 

 

Lotto (2016) did a study on the role of agency banking in promoting financial 

inclusion in Tanzania. Guided with the main objective which was to examine the 

determinants of the agency banking that promote financial inclusion, the study found 

that agent banking was positive model toward promoting financial inclusion in 

Tanzania due to the fact that, the costs for agency banking were considered to be 

lower matched to costs for running traditional branches. The agent banking seemed 

to cover a large geographical area which helps to make things easier for the purpose 

of banking service delivery by shortened a distance of reaching services point to the 

customers and therefore reduced the traveling costs and other disturbances 

accompanied such as time wasting in long queues at bank branches. 

 

Kapaya and Raphael (2016) did a study which analyses the effect of bank-specific, 

industry-specific, and macroeconomic determinants of banks’ profitability among 52 

banks in Tanzania from the year 1998 to 2010.  The study used a quantitative 

approach, and the profitability as a dependent variable be represented by using 

Return on Asset (ROA), Net  Interest Margin (NIM), Return on Capital Employed 

(ROCE) and Return on Equity (ROE) while the independent variables were included 

liquidity risk (LQR), net credit facilities to total assets (CFA), total investment to 

total assets (TIA), total equity to total assets (TEA), net credit facilities to total 

deposit ratio (CFR), cost income ratio (CIR), the size of the bank (SZE), market 

competitiveness or concentration (MCO), inflation (INF), monetary policy (MPO) 

and financial market development (MCA). The study found that the credit facilities 

to total assets (CFA), diversification ratio (DIV), capital adequacy (TEA), financial 
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market development (MCA), bank risk (BAR), and credit risk (CFR) were 

significantly influencing ROA. Also, the study noted that, an increase in the money 

supply has positive effect on ROA and thus improves the profitability of commercial 

banks. Therefore, in a circumstance where the financial system encountered 

diminished supply of money from the central bank, commercial banks especially in 

which their prime source of income depends on taking the interest income, shall 

experience a significant profitability decline because the size of credit will be 

reduced. 

 

According to Ogetange (2014), the agent banking service significantly impacted the 

performance of commercial banks in Kenya. In the study aimed to investigate the 

effect of agency banking on the financial performance of commercial banks in 

Kenya, the researcher found that commercial banks with agent banking services 

model had significantly and continuously improving performance since the adoption 

of agent banking from the year 2011 to 2013.  

 

The reasons for such improvement were the fact that the service was less 

cumbersome and efficiency in operation. The study also found that a number of 

agents, as well as number of transactions made through the agents of banks, had led 

to increased profitability by the banks, and hence positively impacted the level of 

financial performance. 

 

King’ang’ai and Kigabo (2016) examined the impact that banking through agents has 

on the performance of banks financially in Rwanda. The data from four commercial 

banks which were in operation as 31/12/2015 were collected and the study results 

revealed that agent banking’s factors such as efficient and effective operations 

supervision, low transaction cost, conveniently and easy accessibility of related 

banking services and overall growth in market share, impacted the financial 

performance of banks in positively. The results of the multiple linear regression 

model also acknowledged a significantly positive relationship between the financial 

performance of commercial banks and agency banking. 
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Christopoulos, Farias, and Marques (2015) conducted a study to evaluate banking 

agents in Brazil. The core object of the study was to evaluate the performance of 

banking agents so that the researchers used both qualitative and quantitative analysis 

techniques. The study’s findings revealed that, despite being a major player and 

serving about 77% of the local population, in respect of accessing financial services 

in Brazil, agent banking was not a unique channel. Also, agent banking was found 

lacking financial sustainability because the revenue obtained by the operations did 

not offer an effective means to cover costs, thus it had a negative balance. 

Furthermore, agent banking had a positive impact on local development through 

strengthening a local network of consumption ad production, contributing to 

employment opportunities and income generation as well as providing credit. 

 

Ferdous, Al Mosharrafa, and Farzana (2015) assessed the role of Agent banking on 

enhancing customers’ accessibility and profitability of banks in Bangladesh. The 

researcher noted that despite being a new concept in Bangladesh, the agent banking 

has been globally practiced as a significant distribution channel for financial 

inclusion. The study found that, availability of agent transaction platforms in 

Bangladesh helped to bring the services closer to the customers. Also, through agent 

transactions such as payments of bills or person-to-person transactions, the banks 

might benefit from revenues associated with transactions acquired by agents. 

 

They further noted that, although these transactions could be conducted by the 

customers in branches, proximity of service might increase the willingness of 

customers to pay for these services and which could result in the increase of volume 

of transactions conducted via channel. Furthermore, the researcher found that, 

subsequently to the aforementioned lower transaction costs, agent banking channel is 

a suitable channel, mostly to accounts and customers conduct small and frequent 

transactions. 
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Chude and Chude (2014) argued that in Nigeria, agent banking has proved to play a 

predominant role in improving customer satisfaction and bank profitability, therefore 

they recommended the adoption of agent banking in the country. Studied the impact 

of agent banking on the performance of deposit money banks in Nigeria, the 

researchers used the observation technique and found that, the adoption of Agent 

banking has both positive and negative effects on the banking sector in Nigeria. 

However, the researchers noted that an appropriate adoption of agent banking will 

substantially contribute to the increase of customers’ accessibility and profitability of 

bank since the agent banking helps on improving bank performance and productivity, 

maintaining a high level of confidence in the banking system, lowering transaction 

and administration costs and also helps on reducing crimes such as cash robbery. 

 

Mwando (2013) did a study on the contribution of agency banking on the financial 

performance of commercial banks in Kenya. Determination of contribution of agency 

banking on the financial performance of commercial banks in Kenya was a primary 

object of the study. The descriptive survey design was adopted and the multiple 

regression analysis was performed from the data collected from 9 commercial banks 

offering agency banking in Kenya of which formed a population of the study. The 

results of the study described that low transaction costs, accessibility of financial 

service, increased market share, and supervision of agency banking through the 

central bank to have a positive impact on profitability and the general financial 

performance of commercial banks. 

 

Tiisekwa (2013) studied the determinants of commercial banks’ profitability in 

Tanzania for a period between January 2006 and December 2012. The study was 

centered by a principal object which sought to determine the factors affect 

commercial banks’ profitability in Tanzania. The study used the CAMEL Framework 

and was conducted to three commercial banks namely CRDB Bank, NMB, and NBC. 

The researcher used Return of Asset (ROA) as the dependent variable and 

independent variables were Net Interest Margin (NIM), Capital Adequacy Ratio 

(CAR), Operating Expenses Ratio (OER), Non-performing Loans Ratio (NPL), and 
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Loan to Deposit Ratio (LDR). The researcher found that the NPL was significant but 

had a negative effect on ROA, while CAR, OER, NIM, and LDR had an insignificant 

effect on ROA. Thus, commercial banks should focus on improving the quality of 

their assets instead of shooting interest rates since the quality of assets is what 

determines profitability. 

 

Raphael (2013) evaluated the efficiency of commercial banks in East Africa. A total 

number of 58 commercial banks operating within the East African Community 

(Tanzania, Uganda, Kenya, Burundi, and Rwanda) from a period of 2008 to 2011 

were involved in the study.  By using Data Envelopment Analysis (DEA) the 

researcher estimated the relative efficiency of the commercial banks and found that, 

the greatest number of commercial banks in East Africa were experienced and 

operated under a decreased return to scale.  

 

This was due to the fact that technical efficiency was declined from 0.81 to 0.56 from 

the year 2008 to 2009 respectively, despite the fact that there was an increase of 

technical efficiency to 0.73 in the year 2011. The ineffective utilization of input 

resources was among the causes of technical inefficiency. The researcher noted and 

recommends that, banks had to improve on utilisation of its resources and convert the 

underutilised resources to a useful resource that can improve the production of 

different outputs. Also, in order to ensure profit and cost efficiencies, the banks were 

advised to decrease the input resources usage while upholding an equal level of 

output because the only and best way for the less efficient commercial banks to 

become successful and efficient in resource utilisation is through an improving 

control of operating expenses and capital as well as by improving or increasing 

banking investment operations. 

 

Ndwiga (2013) studied the effect of agency banking on the financial performance of 

commercial banks in Kenya for a period starting from 2010 to 2012. The study 

included a population of 10 commercial banks registered to operate under agency 

banking.  In order to establish the relationship between agency banking and financial 
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performance, the researcher used multiple linear regression analysis. The findings 

indicated that from all commercial banks that have been enrolled in agency banking, 

the Equity Bank, Co-operative Bank, and Kenya Commercial Bank showed 

significant improvement in their performance. Furthermore, the findings revealed a 

significantly improved performance of the above-mentioned commercial banks every 

year. 

As per researcher, the study’s outcome implied that continuous improvement of 

agency banking is a way to a significant improvement of financial performance for 

the banks enrolled to the service because of its convenience and efficiency 

operations, therefore commercial banks have to completely embrace agency banking 

in a manner which ensures adoption of better technology for information and security 

in order to make it more reliable to customers. 

 

Hawkins (2012) investigated the role of agency banking on the improvement of 

financial inclusion in South Africa. The researcher applied qualitative techniques 

such as review and interview to collect data concerned.  

 

The papers were reviewed and bankers, policymakers as well as regulators were 

interviewed and the researcher found that, agency banking can enable financial 

inclusion but there was a need to address a number of constraints in order to ensure 

the efficient and effective role of agency banking toward improving financial 

inclusion. The researcher suggested that, banks can raise financial inclusion by 

innovating methods that enhance their ability to serve low-income consumers in a 

cost-efficient way. This may be achieved through the adoption of branchless banking 

which includes agency banking and mobile banking. However, since financial 

inclusion is not an explicit mandate for any financial sector regulator, there is a need 

to consider the impact of legislation and regulations toward the implementation of 

financial inclusion. 

 

Alber (2011) analysed the profit efficiency of the commercial banks in Saudi Arabia 

from the year 1998 to 2007. The study objective was to examine in what manner 



24 

 

banking expansion can affect the profit efficiency of commercial banks. The study 

was conducted to 6 commercial banks and the ratio of actual profitability to the best 

profit was used to measure the profit efficiency.  

 

The outcomes of the study described a positive effect (relationship) between profit 

efficiency and the number of ATMs, availability of telephone banking, and a number 

of branches. Furthermore, the study showed that the number of ATMs and the 

availability of telephone banking were the most important determinants of profit 

efficiency. On the contrary, the study found that the number of points of sale (POS) 

terminals, availability of PC banking and availability of mobile banking did not 

improve profit efficiency. Therefore, the study concluded with a consistent 

proposition that in lieu of any other determinants, the availability of phone banking 

affected the profit efficiency of commercial banks. 

 

Malek, Mohtar, and Araffin (2017) examined the factors that affect the effectiveness 

of agent banking characteristics on financial inclusion performance in Malaysian 

government-owned banks in Negeri Sembilan. The study involved 100 employees 

from three departments which directly aliased with agents. The survey questionnaire 

was used to evaluate the performance and effectiveness of agent banking. Data were 

analyzed and presented by SPSS in order to indicate in what manner, the feedback 

for the varied indicators and variables were presented from the respondents. The 

study found that factors such as agent attitude, agent experience in business, and 

agent core business affect the performance and effectiveness of agent banking 

financial inclusion of the bank. Also, the study noted that, since using of banking 

agents lead to a higher transaction volume and customer base, therefore 

characteristics of agents and the performance of financial inclusion were the crucial 

ingredients in the contribution of the profit for both banks and agents. 

 

From the empirical studies provided hereinabove, from other countries such as 

Malaysia, Brazil, South Africa, and Kenya, there have been many studies which were 

conducted on the impact of the agent banking on the performance of the commercial 
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banks, profitability, and promotion of financial inclusion. Various research 

techniques were applied which led to different research findings or results. In 

Tanzania, there are many studies conducted on the performance of the banks, most of 

them are focused on the general performance of banks. On agent banking, many 

studies conducted are on the role of agent banking on promoting financial inclusion, 

however, this study aimed to examine the impact of agent banking on profit 

maximization of commercial banks in Tanzania. 

 

2.5. Research Gap 

From the various empirical studies presented hereinabove, it seems that most of the 

studies conducted within Tanzania and also in other countries are related to overall 

performance of the commercial banks while others tried to examine the role of agent-

banking either in promoting financial or on the overall performance of the 

commercial bank. This situation emerges a gap in the studies which examine or 

determine the impact of agent banking on the profitability of the commercial banks. 

 

2.6. Conceptual Framework 

This is a representation of the relationship between variables used in a study. The 

fundamental function of the framework is to illustrate the proposed association 

between the variables in an easy and clear to understand way. The following is a 

conceptual framework of the study: - 
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Figure 2.1. Conceptual Framework 

Independent Variables     Dependent Variable 

 

 

Figure 2.1 is the conceptual framework that describes a relationship between two 

types of variables, the independent and the dependent variables. The independent 

variables cover the factors of agent banking that affect the profit maximization 

(profitability) of the commercial banks. The dependent variable is the profitability of 

commercial banks which was measured by the Net Profit before tax.

Number of Agents 

Withdraw Transactions 

Deposit Transactions 

 

PROFITABILITY 

(Profit Maximization) 

▪ Net Profit Before Tax 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

 

3.1. Introduction  

This chapter explains the type of research, research design, population and target 

population, sampling frame, sample, sample size, sampling technique, instruments, 

and data analysis methods. 

 

3.2. Research Design  

For the purpose of this study, the researcher employed the case study design so that 

the situation can be studied in-depth and enables data collection to be satisfactory 

and reliable. Taking into consideration facts such as limited resources, funds and 

time, the researcher applied this research design to narrow execution of study and 

application of phenomenon from all 13 commercial banks enrolled under the agent 

banking model.  

 

Also, the descriptive design was used by a researcher in order to determine the 

characteristics or traits of a particular situation, group, or individual (Kothari, 2004). 

In this case, both case study and descriptive designs were used with the aim to 

examine the impacts of the agent banking on profit maximization to commercial 

banks in Tanzania. Furthermore, the researcher used quantitative research techniques 

to examine the impacts of agent-banking on profit maximization to commercial 

banks in Tanzania using CRDB Bank Plc as a case study, for a period starting from 

the year 2014 to 2018. 

 

3.3. Population of the Study 

According to Mugenda and Mugenda (2003), a term population refers to an entire 

group of individuals, events or objects having a common observable characteristic. 

The population of this study was made of 13 commercial banks operate in Tanzania 

and granted an approval or enrolled to deliver banking services through agents as at 
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31st December 2018 (BOT, 2018). These banks deliver banking services through a 

total of number of 18,827 agents within the whole country. These banks include the 

NMB Bank, NBC Bank, CRDB Bank, Amana Bank, Equity Bank, Access Bank, 

Tanzania Postal Bank, KCB Bank, DCB Commercial Bank, African Banking 

Corporation, Letshego (Advans) Bank Tanzania, Diamond Trust Bank and Mwalimu 

Commercial Bank. 

 

3.4. Sample size 

Kothari (2004) described sample size as total number of items or units used to 

represent characteristics of the whole population. The researcher used the CRDB 

Bank Plc to represent the characteristics of the whole population. The CRDB Bank 

Plc was used as a sample and case of this study for the purpose of represents the 

whole population for reasons that the bank is both a first mover and forerunner in 

delivering banking service under agent banking model and as at December 2018 the 

bank was comprised with 5,457 agents out of total 18,827 agents which are operate 

in the whole country which is equal to more than 28 percent of the all agents. 

 

3.5. Sampling Technique 

The researcher employed the purposively sampling technique. According to Kothari 

(2004), the purposively sampling technique is a sampling technique or method 

whereby sample elements judged to be representative of the population are selected 

deliberately by the researcher and the chance of a particular case or unit to be 

selected as the sample depends on the subjective judgment of the researcher. In this 

case, the reasons for the choice of CRDB Bank Plc is because the bank has both the 

largest shares of agents out of all agents deliver banking services in the country and 

also has consistent disclosure of information relating to agent banking throughout the 

period of study. 
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3.6. Data Type and Collection Methods  

For the purpose of this study and in order to achieve the objectives, the researcher 

used secondary data only. According to Kothari (2006), secondary data are the ones 

which have already been collected by someone else and which have been passed 

statistical processes.  

They may either be published data or unpublished data. The study used the 

secondary data which were collected from various published and unpublished 

literatures which comprises the Financial Statements, Annual Reports, and other 

related data from CRDB Bank Plc and BOT as the source of data of the study.  The 

information collected from the sources provided hereinabove include the net profit 

before tax, number of agent branches, the value of deposit transactions and value of 

withdrawing transactions through the agents and other related information. 

 

3.7. Data Analysis  

The researcher analysed the data collected by using descriptive techniques. The 

researcher employed use of tables, figures, charts, and narrations to provide and 

make a meaningful discussion and clear pictures of the research findings whereby 

conclusion and recommendations were drawn depending on results obtained.  Also, 

the Pearson’s correlation coefficients and the regression technique were used to 

analyse the relationship between the dependent and independent variables of the 

study. The Statistical Package for Social Sciences (SPSS) assisted a researcher to 

generate descriptive statistics results as well as inferential results. 
 

 

3.8. Analytical Model 

The Analytical model used for the purpose of linking the independent variables to the 

dependent variable is as follows; - 
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Whereby;  

Y = Profit Maximization (measured by Net Profit before Tax). 

X1 = Agent Banking Branches (measured by number of agents) 

X2 = Agent banking deposit transactions (measured by the value of deposit 

transactions).  

X3 = Agent banking withdrawal transactions (measured by the value of withdrawal 

transactions). 

β0 = the constant term  

  = the error term which stand for the unexplained variations in the model.  
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CHAPTER FOUR 

PRESENTATION OF DATA 
 

4.1. Introduction 

This chapter concerns with the presentation of the study findings grounded on the 

data collected from the field. The study aimed to establish the impact of agent 

banking on profit maximization to commercial banks in Tanzania using a CRDB 

Bank as a case study. The techniques such as Descriptive Analysis, Pearson 

correlation, and Regression Analysis were used for the presentation of the findings of 

the study and show the relationship as well as strength of the relationship between 

two variables. 

 

4.2. Descriptive Results 

4.2.1. Number of Agents 

Table 4.1: Number of Agents (2014 – 2018) 

Year Agents 

2014 1,067 

2015 1,746 

2016 2,558 

2017 3,286 

2018 5,457 

Source: Field Data 

The findings as presented in the Table 4.1 hereinabove provides that in the year 

2014, there were a total number of 1,067 agents who serve the banking services. This 

number progressively increased to 1,746 agents as at December 2015. Then with a 

time, the number of agents grew to 2,558 and 3,286 agents in the year 2016 and 2017 
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respectively. In the final year of 2018, there were a total number of 5,457 active 

agents who serve baking services in the various geographical locations in Tanzania. 

Figure 4.1: Increase of Number of Agents (2014-2018) 
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4.2.2. Value of Deposit Transactions 

Table 4.2: Values of Deposit Transactions (2014 – 2018) 

Year 
Amount in TZS  

[Millions] 

2014 254,400 

2015 766,600 

2016 1,500,000 

2017 2,497,100 

2018 3,932,300 

Source: Field Data 

 

The findings as presented in the Table 4.2 hereinabove provides that in the year 

2014, the value of deposit transactions made through agents were TZS 254.4 Billion. 
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The value of deposit transactions progressively increased to TZS 766.6 Billion as at 

December 2015. Then, with a time the deposit transactions value grew to TZS 1.5 

Trillion and 2.49 Trillion in the year 2016 and 2017 respectively. In the final year of 

2018, the total value of deposits made through various bank agents in the country 

amounted to TZS 3.92 Trillion. 

Figure 4.2: Growth of Deposit Transaction Values (2014-2018) 
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4.2.3. Value of Withdraw Transactions 

Table 4.3: Values of Withdraw Transactions (2014 – 2018) 

Year Amount in TZS  

[Millions] 

2014 34,000 

2015 87,800 

2016 143,000 

2017 262,200 

2018 323,700 

Source: Field Data 

The findings as presented in the Table 4.3 hereinabove provides that in the year 

2014, the value of withdraw transactions made through agents were TZS 34 Billion. 
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The value of withdraw transactions progressively increased to TZS 87.8 Billion as at 

December 2015. Then, with a time the deposit transactions value grew to TZS 143 

Billion and 262 Billion in the year 2016 and 2017 respectively. In the final year of 

2018, the total value of withdraws made through various bank agents in the country 

amounted to TZS 323.7 Billion. 

Figure 4.3: Growth of Withdraw Transaction Values (2014 - 2018) 
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4.2.4. Net Profit 

Table 4.4: NET Profit (2014 – 2018) 

Year Amount in TZS  

[Millions] 

2014 95,645      

2015 128,978         

2016 69,577       

2017 36,212        

2018 64,132 

Source: Field Data 
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The findings as presented in the Table 4.4 hereinabove provides that in the year 

2014, the NET Profit (Net income) generated by the CRDB Bank was TZS 95.6 

Billion. There was a progressively increase of the generated income to TZS 128.9 

Billion as at December 2015. Then, with a time the total Net income generated by the 

bank fall to TZS 69.5 Billion and 36.2 Billion in the year 2016 and 2017 

respectively. In the final year of 2018, there was an increase in the Net profit as the 

bank generated total income of TZS 64.1 Billion. 

Figure 4.4: Change in NET Profit (2014 - 2018) 
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4.3. Descriptive Analysis 

Table 4.5: Descriptive Analysis 

 Profit Max.  

(NET Profit) 

[Billions] 

Number of 

Agents 

Value of 

Deposit 

Transactions 

[Billions] 

Value of 

Withdraw 

Transactions 

[Billions] 

Minimum 36,212 1,067 254,400 34,000.00 

Maximum 128,978 5,457 3,932,300 323,700.00 

Mean 78,908.8 2,822.8 1,790,080 170,140.00 

Standard Deviation 35,055.24 1693.08 1464492.62 120526.21 

Source: Field Data 
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From Table 4. 5 hereinabove, the study finding showed that the average Number of 

Branches were 2,822 whereby 1,067 were the minimum number of agents branches 

and 5,457 being the maximum number of agents’ branches. Similarly, the Average 

Value of deposit transactions conducted through agent banking was TZS 1.79 

Trillion with maximum and minimum values of TZS 3.932 Trillion and TZS 254.4 

Billion whereas the average Value of withdrawing transactions was TZS 170.14 

Billion with minimum and maximum values of TZS 34 Billion and TZS 323.7 

Billion respectively. On the other hand, the average Profit generated by the CRDB 

Bank was TZS 78.9 Billion whereby the minimum and maximum values of the 

profit generated approximately were TZS 36.2 Billion and 128.98 Billion 

respectively. 

 

4.4. Correlation Analysis 

To establish correlation and the strength of the relationship between the selected 

variables which were such as Number of Branches, Value of Deposit Transactions, 

Value of withdrawal Transactions, and Profit Maximization (NET Profit), the 

researcher used the Pearson correlation analysis. The results of the analysis are as 

hereunder presented: - 
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Table 4.6: Correlation Analysis 

Variables 

Profit 

Max. 

(NET Profit) 

Number of 

Branches 

Value of 

Deposits 

Transactions 

Value of 

Withdraws 

Transactions 

Profit Max. 

(NET Profit) 

Pearson Correlation 1 -.588 -.663 -.731 

Sig. (2-tailed)  .297 .233 .161 

N 5 5 5 5 

Number of 

Braches 

Pearson Correlation -.588 1 .993** .958* 

Sig. (2-tailed) .297  .001 .010 

N 5 5 5 5 

Value of 

Deposits 

Transactions 

Pearson Correlation -.663 .993** 1 .958** 

Sig. (2-tailed) .223 .001  .002 

N 5 5 5 5 

Value of 

Withdraw 

Transactions 

Pearson Correlation -.731 .958* .985** 1 

Sig. (2-tailed) .161 .010 .002  

N 5 5 5 5 

** Correlation is significant at the 0.01 level (2-tailed). 

  * Correlation is significant at the 0.05 level (2-tailed). 

 Source: Field Data 

Table 4.6 provides the results of correlation analysis. The findings on the table 

indicate that within the period of 2014 to 2018, there was a negative and insignificant 

correlation between profits maximization (NET Profit) and all selected factors of 

Agent banking used in the study.  

The significance value of each Agent banking factor is hereby shown as provided in 

the table hereinabove; Number of Agent banking branches (P=0.297>0.05), Value of 

Deposit Transactions (P=0.223>0.05) and Value of Withdraw Transactions 

(P=0.161>0.05). 

 

4.5. Regression Analysis 

The Regression Analysis was conducted in the study to identify both impact and 

relationship between the variables of agent banking with respect to maximization of 

profits of CRDB Bank Plc. The Independent variables were the Number of branches, 

Value of withdraws transactions, and also the Value of Deposit transactions. For the 
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purpose of the study, the Regression Analysis involved the Model summary, 

Analysis of Variance (ANOVA) and a summary of the Regression Coefficients. 

 

4.5.1. Model Summary 

Table 4.7: Model Summary 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .916a .840 .359 2.808 

a. Predictors: (Constant), Number of Branches, Value of Deposit Transactions, Value of 

Withdraw Transactions. 

Source: Field Data 

 

The study findings as provided on Table 4.7, showed that the R-Square value 

(Coefficient of determination) is 0.840 which implies that the Independent variables 

(Number of branches, Value of deposits transactions and Value of withdrawals 

transactions) explained only 84% of the variation in profit maximization of CRDB 

Bank Plc. The other 16% are described by other factors outside the model and the 

error term. 
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4.5.2. Analysis of Variance (ANOVA) 

Table 4.8: ANOVA a 

Model Sum of Squares Df Mean Square F Sign. 

Regression 41.284 3 13.761 1.744 .496b 

Residual 7.885 1 7.885   

Total 49.169 4    

a.
 Dependent Variable: Profit Maximization (Net Profit). 

b. Predictors: (Constant), Number of Branches, Value of Deposit Transactions, Value of 

Withdraw Transactions. 

Source: Field Data 

Table 4.8 shows the results of the ANOVA analysis which provide a relationship 

between the predictors of the study and the dependent variable. The significance 

level is 0.496 (p = 0.496), the value is above the threshold value of 5% (0.05) level 

of significance, hence this implies that there was a statistically insignificant 

relationship between the predictors and the dependent variable. 

 

4.5.3. Regression Coefficients 

Table 4.9: Regression Coefficients a 

Model Unstandardized Coefficients Standardized 

Coefficients 

t Sign. 

B Std. Error 

(Constant) -.796 18.656  -.427 .743 

Number of Agents .206 .185 9.989 1.115 .465 

Value of Deposits 

Transactions 

-.344 .3.53 -14.363 -.974 .508 

Value of Withdraw 

Transactions 

.112 1.80 3.843 .620 .647 

a.
 Dependent Variable: Profit Maximization (NET Profit). 

Source: Field Data 
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The study findings as provided on Table 4.9 hereinabove showed that the number of 

agent banking Branches (B = 0.206) and Value of Withdraw transactions (B = 0.112) 

was related positively with Profit maximization (profitability) of the CRDB Bank 

Plc. However, the findings also showed that the Value of Deposit transactions (B= - 

0.344) and the Constant (B= - 0.796) related negatively with the profit maximization 

(profitability) of the bank.  

Furthermore, the results disclosed the statistically insignificant relationship between 

profits maximization (NET Profit) of the bank and all predictors (independent 

variable) of the study as provided thereof that; the Number of Branches 

(p=0.465>0.05); Value of Deposit transactions (p=0.508>0.05); Value of Withdraw 

transactions (p=0.647>0.05). 

Thus, from the study findings as presented on Table 4.5 hereinabove, the following 

regression was obtained; - 

Y = – 0.796 + 0.206X1 – 0.344X2 + 0.112X3 +  
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CHAPTER FIVE 

DISCUSSION OF FINDINGS 

 

5.1. Introduction 

This chapter entails the discussion of findings that have been presented in chapter 

four. The discussion focuses on responding to the objectives of the study. The study 

embodied three specific objectives which were to determine factors for profit 

maximization, to determine to what extent the Agent banking determinant factors 

impact the profitability of commercial banks, and lastly to determine to what extent 

the Agent banking impact the profitability of the commercial banks. 

 

5.2. Correlation Analysis 

The results from the Correlation Analysis showed that there was a negative and 

insignificant correlation between profits maximization (NET Profit) and all selected 

factors of Agent banking (Independent variables). The strength of correlation 

between Profit Maximization (NET Profit) and other variables was moderate to 

strong as hereto provided; Number of Agent banking branches (r = -0.588); Value of 

Deposit Transactions (r = -0.663); and Value of Withdraw Transactions (r = -0.731). 

Moreover, the correlation between Profits maximization (NET Profit) and factors of 

Agent banking was low statistically insignificant at significance level of 5% (0.05) as 

hereto provided; Number of Agent banking branches (P=0.297>0.05); Value of 

Deposit Transactions (P=0.223>0.05) and Value of Withdraw Transactions 

(P=0.161>0.05). 

Thus, in general, the results of correlation analysis implied that the Number of Agent 

banking branches, Value of Deposit Transactions, and Value of Withdraw 

Transactions correlated negatively with Profit Maximization (NET Profit) of the 

CRDB Bank Plc though the said correlation was statistically insignificant. 

The study findings are partly similar to the study conducted by Ndambuki (2016) 

who conducted a study on the effect of Agency banking on the profitability of 
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commercial banks in Kenya and found that agent banking deposits and withdrawals 

correlated negatively with the profitability of banks in Kenya. However, in another 

hand the study findings differed from the study conducted by Mimano (2014) who 

studied the effect of agency banking on the growth of profits of commercial bank and 

found that number of branches as well as the value of deposits and withdraws 

transactions positively correlated with the profitability of commercial banks. 

 

5.3. Regression Analysis 

The findings of the study revealed that the Number of agent branches statistically 

insignificant influenced the profit maximization of CRDB Bank positively by 0.206 

which equals to 20.6%. In other words, this means that an increase in a unit of the 

Number of agents increased the profit of CRDB Bank Plc by 0.206 units, whereby 

such increase was due to the fact that through banking agents the bank can high 

number of customers in various geographical locations. Similarly, the study revealed 

that the value of withdrawals had an insignificant positive relationship with the profit 

maximization of the CRDB Bank Plc by 0.112 which equals to 11.2%.  

This means that an increase in a unit of value of withdrawal transaction increased 

profit of CRDB Bank Plc by 0.112 units, and this may be due to the fact that through 

agent banking withdraw transactions the bank generated more incomes in form of 

withdrawing fees charged to the customers when they conduct withdraw banking 

transaction. 

However, on the other hand, the study results revealed that the value of deposits 

transactions was negatively and statistically insignificant influences profit 

maximization of the CRDB Bank Plc by 0.334 which is equal to 33.4%. This means 

that an increase in a unit of the value of deposits transactions resulted to decreased 

profit maximization of the CRDB Bank Plc by 0.334 units, and this is due to the fact 

that deposits transactions embodied with no charges or fees for the service and also 

provides banks with sufficient funds to advance loans in order to earn interest 

income. 
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Additionally, the study findings exhibited that by holding all the independent 

variables constant, the profit maximization of CRDB Bank Plc was influenced 

negatively at a unit of 0.796 which equals to 76.9%. Thus, the study findings 

recorded a coefficient of determination value (r-square) of 0.840 which implies that 

agent banking described 84% of profits maximization of the CRDB Bank Plc. 

The findings of the study concur with results obtained in various studies in relation to 

agent banking. For instance, Ogetange (2014) found that agent banking can leading 

commercial banks to significant increased financial performance because of its 

efficiency and convenience banking services delivery channel. Additionally, various 

studies found similar results as which founded by this study that agent banking had a 

positive influence on profit maximization as well as the general financial 

performance of commercial banks (Mwando, 2013; Ndwiga, 2013; Ndungu and 

Wako, 2015). Alternatively, the study’s finding revealed a differed result from the 

study conducted by Aduda et al. (2013) on the relationship between agency banking 

and financial performance of commercial banks which found that agent banking does 

not exclusively contribute to profit maximization of the commercial banks. 
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CHAPTER SIX 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

 

6.1. Introduction 

This chapter provides for the summary of study findings, the conclusion of the study 

which is drawn from the findings and policy implications in relation to the study. The 

conclusion and policy implication provided under this chapter were focused on 

determining the impact of agent banking on profit maximization of commercial 

banks. 

 

6.2. Summary of Findings 

The findings of the study revealed a moderate to strong negative and statistically 

insignificant correlation between profits maximization (NET Profit) and all selected 

factors of agent banking used in the study. The significance value of each agent 

banking factor was provided in the following manner; Number of Agent banking 

branches (P=0.297>0.05), Value of Deposit Transactions (P=0.223>0.05) and Value 

of Withdraw Transactions (P=0.161>0.05). 

Additionally, the correlation results showed that there was a significantly positive 

relationship between the growth of profits and agency banking aspects as presented 

by Number of agency branches (P=0.001<0.05), Agency banking withdrawals 

(p=0.004<0.05), Money transfer transactions (p=0.001<0.05), Agency banking 

deposits (p=0.000<0.05).  

Furthermore, the findings of the research revealed that the Number of agent branches 

statistically insignificant influenced the profit maximization of CRDB Bank 

positively by 0.206 which means that an increase in a unit of the Number of agent 

branches led to profit maximization of CRDB Bank Plc by 0.112 units. The Value of 

withdrawals had an insignificant positive relationship with the profit maximization of 

the CRDB Bank Plc by 0.112 which means that an increase in a unit of value of 

withdrawal transaction increased profit of CRDB Bank Plc by 0.112 units. 
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Moreover, the value of deposits transactions was negatively and statistically 

insignificant influences profit maximization of the CRDB Bank Plc by 0.334 which 

means that an increase in a unit of the value of deposits transactions resulted to a 

decreased of profit maximization of the CRDB Bank Plc by 0.334 units, however 

holding all the independent variables constant, the profit maximization of CRDB 

Bank Plc was influenced negatively at a unit of 0.796.  

The study findings also recorded a coefficient of determination (r-square) value of 

0.840 which implies that agent banking described 84% of profits maximization of the 

CRDB Bank Plc. 
 

6.3. Conclusion  

In respect of second objective of the study, the study concludes that there was 

statistically insignificant positive relationship between agent banking and the profit 

maximization of the CRDB Bank Plc. That increasing in the number of agents 

banking branches and increasing in agent banking withdraw transactions have 

positive impacts to profit maximization of the commercial banks, as in accordance 

with the results of the study both two factors impacted the profit maximization of 

CRDB Bank Plc by 20.6% and 11.2% respectively.  

This is due to the fact that the number of agent branches improves the accessibility of 

banking services, therefore, leading to an increase in revenue as well as promotes 

financial inclusion. Furthermore, it allows and gives the opportunity for more the 

number of customers to have access to the bank services in their specific locations 

without any inconvenience. On the other side, the increasing of agent banking 

withdraws transactions enables the banks to earn greater revenue by charging 

transaction fees.  

The findings of the study concur with results obtained in study conducted by 

Ogetange (2014) which found that agent banking can influence the commercial 

banks to significant increased financial performance because of its efficiency and 

convenience banking services delivery channel. Additionally, Mwando (2013); 
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Ndwiga (2013); Ndungu and Wako (2015) found similar results as of this study that 

agent banking had a positive influence on profit maximization as well as the general 

financial performance of commercial banks. 

Despite the fact that the study found the agent banking deposit transactions impacted 

negatively to profit maximization by 33.4%, it should be noted that the deposits 

transactions mighty contribute to profit maximization in a sense that it enables the 

banks to meet liquidity requirements and therefore the banks do not have to borrow 

in order to meet liquidity requirements, and this reduces the borrowing costs for the 

banks. In this regard the study’s finding revealed a differed result from the study 

conducted by Aduda et al. (2013) on the relationship between agency banking and 

financial performance of commercial banks which found that agent banking does not 

exclusively contribute to profit maximization of the commercial banks. 

 

Furthermore, in respect of the third objective of the study, the findings revealed a 

statistically insignificant relationship between profit maximization of commercial 

banks and the independent variables, which is explained by 0.840 as a coefficient of 

determination. The findings of the study are unlike to the findings of study conducted 

by Mimano (2014) and Ndambuki (2016) which found a statistically significant 

relationship between profit maximization (profitability) and the independent 

variables. 

 

6.4. Recommendations 

That the following recommendations have to implemented either by the BOT as a 

supervisory authority or by the commercial banks in their individual capacity to 

improve or increase the revenues generated from the agent banking model as well as 

improve ease of access of financial services in Tanzania. 

(a) That the BOT as the regulatory and supervisory authority of banks and 

financial institutions in the country has to review existing regulations 

frequently in order to ensure that they enhance and continued growth of agent 

banking while simultaneously protecting the interest of the banks and 
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customers. For instance, with respect to selection criteria to be considered for 

operating agent banking services, the BOT had to set a minimum capital 

adequacy requirement for the persons or enterprises that want to undertake a 

business of agent banking.  

(b) That for the other commercial banks which are not enrolled to the model and 

wish to get an approval to operate under agent banking services, the BOT has 

to create some measures that that will allow such commercial banks to be 

facilitated to loan capital so as to strengthen their capacity to take part in 

agent banking as alternative banking service delivery channel. 

(c) Additionally, commercial banks at their individual capacity they should 

cooperate with or building partnership with various retail outlets which have 

extended working hours, such as supermarkets and petrol stations, to offer 

agent banking services in order to extend the hours that customers can access 

services since most of ordinary agent banking outlets have limited working 

hours. 

(d) Moreover, the commercial banks at their individual capacity have to increase 

public awareness campaigns by providing valid and sufficient information to 

the public and customers. Positive perception of agent banking as a modern, 

efficient, and secure way of banking has to be created to the customers in 

order to increase knowledge, confidence, and trust. A wider section of the 

population is not fully conversant with the nature of services that can be 

accessed from the agent banking model, thus deliberate actions must be 

carried out to effectively make sure that customers particularly those who are 

available in rural areas are empowered with both technology and information. 

6.5. Limitations of the Study  

In the event of conducting this study, the researcher encountered various constraints 

that could have restricted an accomplishment of the study’s objectives. Initially, the 

researcher faced a limitation of determining commercial banks which suited in scope 

or period of the study because agent banking is a relatively new phenomenon in the 
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Tanzania banking sector, in a sense that it having been operationalized in 2013. Since 

the period of study was limited to the five years, since the banking agents have been 

in operation, many commercial banks failed to suit in this period for a reason that 

they fall short of 3 to 4 years of operation from the inception year of agent banking in 

Tanzania. Thus, the researcher overcome this challenge by adopted a case study 

design, using CRDB Bank Plc as the case study. 

Another limitation was the access to data from the CRDB Bank Plc. Despite the fact 

that the bank has consistent disclosure of information relating to agent banking 

throughout the period of study, some of the information was not available in their 

Annual Reports thus to overcome this challenge, the researcher collected the said 

information through other sources including visitation to the head-quarters for such 

purpose. The data acquired revealed a year to year growth in both volumes and value 

of the bank profit, agent banking branches, and deposits and withdraws transactions 

undertaken via agents. This infers that the results are likely to be a true image of the 

impact of agent banking on profit maximization of commercial banks. 

Additionally, the study focused on income earned by the banks for services offered 

through banking agents and did not incorporate the costs that banks incur while 

dealing with agents. Banks may incur a variety of costs, both quantifiable and 

unquantifiable. An example of the quantifiable costs is the fee paid to agents, 

agency-related fraud, and the cost of acquiring necessary technology to facilitate 

sharing of customer information with agents, and the costs of performing regular 

reconciliations of the transactions conducted through agents. Examples of non-

quantifiable costs include the damage to the banks’ reputation and loss of business 

that may arise from an agent offering poor quality services to the banks’ customers. 

The effects of these costs have not been captured in this study. 
 

6.6. Suggestion for Further Research  

As at the end of December 2017, among 40 commercial banks registered in 

Tanzania, 13 banks only enrolled in the agent banking model. The performance of 

agent banking in Tanzania, since its inception in the year 2013 has been improved, 
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and this also provides confidence to the profit maximization of the commercial banks 

as well as the development of the financial sector in general. Also, other branchless 

services delivery channels such as Mobile banking and POS have been largely 

positively contributing to profit maximization of the commercial banks, thus in this 

respect, it can be said that profit maximization is jointly product of all services 

delivery channels of the commercial banks. In this respect, the researcher 

recommends that some other studies can be conducted to establish the impact of 

agent banking in the financial performance of the commercial banks in Tanzania 

within a period of five years starting from year 2015.  

Furthermore, the researcher recommends some extra study should be conducted to 

establish the impact of agent banking on profitability of commercial banks in 

Tanzania, which shall include more independent variables as well as data from the 

not less than 5 commercial banks within a period of 2017 to upward due to the fact 

that the results from this type of study shall present some valid, relevant and reliable 

findings of the impact of agent banking on the growth of profits of commercial banks 

in Tanzania. 

Additionally, the researcher recommends that additional research can be directed to 

assess the effectiveness of Agent banking on customer satisfaction because it will 

help to understand or determine to what extent the commercial banks’ customers are 

dissatisfied or satisfied with services derived through agent banking model. 
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APPENDICES 

 

Appendix I: Commercial Banks in Tanzania as at 31st October, 2017 

S/N. Name of the Bank 

1  Access Bank (Tanzania) Limited 

2  African Banking Corporation (Tanzania) Limited 

3  Akiba Commercial Bank Plc 

4  Amana Bank Limited 

5  Azania Bank Limited 

6  Bank M (Tanzania) Plc 

7  Bank of Africa (Tanzania) Limited 

8  Bank of Baroda (Tanzania) Limited 

9  Bank of India (Tanzania) Limited 

10  Barclays Bank (Tanzania) Limited 

11  Canara Bank (Tanzania) Limited 

12  China Commercial Bank Limited 

13  Citibank (Tanzania) Limited 

14  Commercial Bank of Africa (Tanzania) Limited 

15  CRDB Bank Plc 

16  DCB Commercial Bank Plc 

17  Diamond Trust Bank (Tanzania) Limited 

18  Ecobank (Tanzania) Limited 

19  Exim Bank (Tanzania) Limited 

20  Equity Bank (Tanzania) Limited 

21  First National Bank (Tanzania) Limited 

22  Habib African Bank Limited 

23  I & M Bank (Tanzania) Limited 

24  International Commercial Bank (Tanzania) Limited 

25  KCB Bank (Tanzania) Limited 

26  Letshego Bank (T) Limited 
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27  Mkombozi Commercial Bank Plc. 

28  Mwalimu Commercial Bank Plc. 

29  NMB Bank Plc. 

30  NBC Limited 

31  NIC Bank (Tanzania) Limited 

32  People’s Bank of Zanzibar Limited 

33  Stanbic Bank (Tanzania) Limited 

34  Standard Chartered Bank (Tanzania) Limited 

35  TPB Bank Limited 

36  Tanzania Women’s Bank Plc. 

37  TIB Corporate Bank Limited 

38  Twiga Bancorp Limited 

39  United Bank for Africa (Tanzania) Limited 

40  UBL Bank (Tanzania) Limited 

 

Appendix II: Commercial Banks with Contracted Agent Banking Model 

S/N. Name of the Bank 

1  Access Bank (Tanzania) Limited 

2  African Banking Corporation (Tanzania) Limited 

3  Amana Bank Limited 

4  CRDB Bank Plc 

5  DCB Commercial Bank Plc 

6  Diamond Trust Bank (Tanzania) Limited 

7  Mwalimu Commercial Bank 

8  Equity Bank (Tanzania) Limited 

9  KCB Bank (Tanzania) Limited 

10  Letshego Bank (T) Limited 

11  NMB Bank Plc. 

12  NBC Limited 

13  TPB Bank Limited 

  


